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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: MICHIGAN

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES

IL. Cost Reporting and Audit

A.

Cost Reporting

Hospitals must complete and submit a cost report on the form and in the format designated by the
Michigan Medical Services Administration (MSA) in accordance with the instructions related to the
Medicaid Program. The hospital’s cost report must:

. be HCFA-2552 forms (modifications or changes to meet program needs may be required),

. follow the Medicare Principles of Reimbursement Manual (HIM 15 and 15-1) and all applicable
parts of 42 CFR Chapter IV,

. be prepared using the accrual method of accounting (unless an alternative method is approved
by the MSA),

. be a separate cost report as well as distinct-part accounting for Medicare certified distinct-part
units, and

) include all information necessary for proper determination of costs payable under the program
including financial records and any needed statistical data.

For cost reporting purposes, the MSA requires each eligible hospital provider to submit periodic

reports which generally cover consecutive 12 month periods of operation. Inpatient and/or outpatient
cost reports must be filed within five (5) months of the end of the hospital’s cost reporting year. State
owned hospitals must file cost reports within 180 days after the end of the State’s cost reporting year.

Extensions of the filing period may be granted when exceptional circumstances establish good cause.
If the hospital requests an extension in writing and documents the exceptional circumstances prior to
the date due, extensions may be granted up to a maximum of 30 days. Failure to submit all necessary
items and schedules will only delay processing and will result in a reduction of payment or termination
as a provider.

Hospitals that fail to submit cost reports as defined previously will receive a delinquency letter from
the MSA. If the cost report is not submitted within 30 days of the notice of delinquency, a second
notice of delinquency will be issued. If the cost report is not submitted within 30 days of a second
notice of delinquency, the provider’s payments will be stopped. Restitution of withheld payments will
be made by the State agency after receipt, of an acceptable cost report.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: MICHIGAN

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES

Rural Hospitals -

If a hospital is located in a rural area (defined as located outside a city of 40,000 or more people
by a distance of 10 miles or more and based on U.S. Census Bureau population data) capital
reimbursement will be limited if occupancy in the hospital is less than 60% during the hospital’s
fiscal year. For hospitals with occupancy less than 60%, the Medicaid reimbursement for
capital will be:

Occupancy

Y x Medicaid Share of Capital

If occupancy is at least 60%, the Medicaid reimbursement for capital will be 100% of the
Medicaid share of Capital.
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